Jefferson Solutions
Report on Recommendations to Improve Service Contracting
Introduction

Federal government discretionary spending has shown a significant increase in the
procurement of services in support of mission needs. In FY 2003, 52% of the 305 billion
procurement dollars spent government-wide were awarded through service contracts. This
percentage contrasts sharply with the mid 1980’s where 56 percent of funds were spent on
acquiring supplies and equipment. The Department of Defense (DOD) awarded over 70
percent of Federal procurement dollars in 2003, including $101 billion for services other
than construction and public utilities. The Tables at Appendix 1 (with information
provided by DOD’s Directorate for Information Operations and Reports) offer more details
on this trend of the increasing number and value of service contracts.

Much of the legislation and policies in the 1990s was designed to make the Federal
procurement system more responsive to agency mission requirements while maintaining
the principles of competition, accountability and transparency. These reforms resulted in
contracting officials having more discretion in sourcing decisions and a strong emphasis on
business outcomes or results when acquiring services. As in the private sector, “best
value” rather than “low price” became the norm for evaluating contractor proposals. While
legislative changes emphasized using commercial streamlined contracting practices, their
focus however remained on buying commercial goods rather than commercial services.

More recent changes, such as the Service Acquisition Reform Act (SARA) were made by
Congress to address more specifically the challenges and opportunities of acquiring
services through contracts. However, concems remain that program and contracting
officials are not yet obtaining services in the most efficient and cost effective manner.
Recent Government Accountability Office (GAO) reports suggest that much more could be
done through the use of spend analyses and other best practices to develop a more strategic
and cost-effective approach for acquiring services. These concems affect the public’s
confidence in the faimess, efficiency and effectiveness of the Government’s acquisition
practices at the same time it has increased its reliance on the private sector and championed
an aggressive competitive sourcing program.

To address these concems, Jefferson Solutions (Solutions) was asked to examine the DOD
service-contracting environment and perform the following tasks:

Under Task 1 of our contract, Solutions was asked to “summarize major provisions of
Federal laws, regulations, proposed and final rules and policies that relate to service
contracting.” On August 2, 2004, we submitted a matrix that included a summary of
laws, policies, and regulations that pertained to all types of services, and specific
services such as architect/engineering, information technology, research and
development, and advisory and assistance services



0 Under Task 2, Solutions was asked to thoroughly assess existing laws, regulations, and
policies and propose improvements to:

e Protect the best interests of the Government
o Ensure the effective, efficient and fair award of contracts for services

e Ensure that policies and regulations provide appropriate guidance
concerning the post award administration of contracts for services

¢ Incorporate commercial best practices wherever possible

¢ Eliminate inconsistencies in, and among existing laws, regulations, and
policies.

Also, Solutions was to provide recommendations regarding the need for different
acquisition processes and regulations for the different types of services (i.e., personal
services, advisory and assistance services, dismantling, demolition or removal of
improvements, health care services, etc.)

The Solutions team interviewed key individuals from Defense, GAO, private industry,
academe and Congress to obtain their views on how well the DOD process for acquiring
services was working as well as on changes that would improve this process. While the
focus of this task was on identifying useful and/or necessary legal, regulatory or policy
changes, interviewees frequently mentioned management improvements as a preferred
approach to deal with the issues they raised. For example, virtually everyone supported
the move toward performance-based methods for acquiring services but argued that both
program and contracting staff needed a better understanding of how to effect that shift. To
take all of these views into account, our assessment characterizes suggested improvements
as requiring either “legislative, regulatory or policy” changes or “management” changes.
Solutions also notes for the management changes whether contracting or program staff
actions are central to the reform.

The following section addresses some of the general concerns raised regarding service
contracting as well as some specific recommendations for improvement.

Concerns Related to Service Contracting

The Federal Acquisition Regulations (FAR) defines a service contract in Part 37 as a
contract that directly engages the time and effort of a contractor whose primary purpose is
to perform an identifiable task rather than to furnish an end item of supply. A service
contract may be either a non-personal or personal contract. It can alse cover activitics
performed by either professional or non-professional personnel whether on an individual or
organizational basis.

As in all Government contracts, cost effectiveness is of concern because public money is
financing the contract and funds are limited. However, determining the value of results is



often more difficult to measure for services contracts than for contracts that provide
tangible goods. Many of those we interviewed raised concerns about the capacity of the
Department to effectively administer service contracts once awarded. The concemn
becomes greater as both fees and contract extensions are more closely tied to documented
contractor performance. Some observers argued that the Government’s failure to
adequately review performance resulted in contractors receiving excessive and undeserved
incentive fees or contract extensions.

In addition, some service contracts have the potential of influencing the authority,
accountability, and responsibilities of Government officials. These are particularly those
contracts that require the supplier to provide advice, opinions, ideas, reports,
recommendations, analyses, or other work products. These contracts have traditionally
required greater management attention to ensure that Government officials properly
exercise their authority to avoid any potential or actual conflict of interest with the
contractor (so called Organizational Conflicts of Interest). However as more attention has
focused on defining and obtaining business results from contract support, some questioned
the need for these advisory service types of contracts to be treated differently from other
services contracts.

The following highlights other areas of concern noted by many of those interviewed.
¢ Interagency Contracts

Federal agencies have been increasingly using contracts and acquisition services
offered by other agencies, as demonstrated in the growth of GSA’s Federal Supply
Schedule and government-wide acquisition contracts (GWAC).! Agencies charge users
of these contracts a fee to cover administrative expenses. GSA’s schedule program, as
described in FAR section 8.4, allows a fast method to satisfy customer requirements
and lower administrative costs. GSA does not require contractors to compete against
one another to receive schedule contracts. Rather, GSA negotiates contracts, including
pricing and other terms, with all contractors who meet the qualification standards for
the schedule. The items covered by the contract are described in general terms in the
Schedule. The exact scope of the GSA contracts is not transparent to the ordering
agencies, since GSA does not make this and other aspects of the contract public. Asa
result, several observers noted that it is difficult for management officials to know if
the order is “within scope” or not.

GWAC:s are intended to facilitate purchases of information technology-related products
and services, such as network maintenance and technical support, systems engineering,
and integration services. The sponsoring agency awards the contract, and other
agencies order from it. Some observers raised concerns about whether “out-of-agency”
contracting otticials paid appropriate attention to fundamental contracting principles, as
for example the reliance on competition and the need to ensure tasks were within the
scope of the contract.

' GAO-03-443 “Federal Spending and Workforce Trends” Washington, DC April 2003. p.11



Personal Services Contracts

As defined in FAR 2.101, "Personal services contract” means a contract that, by its
express terms or as administered makes the contractor personnel appear to be, in effect
Government employees. A service contract may be either a non-personal or personal
contract. It can also cover services performed by either professional or non-
professional personnel whether on an individual or organizational basis.
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To avoid tuming a carefully written non-personal service contract into a prohibited
personal services contract, a special focus is needed on the kind of working
relationship that exists between Federal employees and contractor employees.
Inappropriate relationships may lead to situations where contractor employees perform
services for Federal employees, which is contrary to civil service laws. These laws
ordinarily require Federal agencies to obtain their employees by direct hire under
competitive appointment. Additionally, specific Congressional authorizations must be
obtained to acquire personal services through the contracting process.

In reviewing performance under support service contracts, the following criteria should
be considered to determine whether a contract is personal in nature:

s Performance is on-site.
*  Principal tools and equipment are furnished by the Government.

* Services are applied directly to the integral effort of agencies or an
organizational subpart in furtherance of an assigned function or mission.

* Comparable services, meeting comparable needs, are performed in the same
or similar agencies using civil service personnel.

* The need for the type of service provided can reasonably be expected to last
beyond one year.

* The inherent nature of the service, or the manner in which it is provided,
reasonably requires, directly or indirectly, Government direction or
supervision of contractor employees in order to:

o adequately protect the Government’s interest;
o retain control of the function involved; or,

o retain full personal responsibility for the function supported in a
duly authorized Federal officer or employee.

Each contract arrangement must be judged on its own facts and circumstances, but
the key question always will be:



“Will the Government exercise relatively continuous
supervision and control over the contractor personnel
performing the contract?”

If the answer is “Yes,” either due to the contract terms or the manner in which the
contract is administered during performance, the services are personal in nature,
and an improper employer-employee relationship exists. However, giving an order
for a specific article or service, with the right to reject the finished product or result,
is not the kind of supervision or control that would convert a contractor employee
into a Government employee. It is equally inappropriate for contractor employees
to supervise, control, or direct Federal employees. The responsibility for
supervising Federal employees is inherently Governmental and may not be
contracted out.

A number of observers noted that “support-on-demand” type contracts came much
closer to personal services contracts even though traditional contracting procedures
are used to bring the contractor on board.

Conflict of interest

Federal employees need to be aware of the vulnerabilities unique to the acquisition of
support services, especially regarding matters involving the type of work performed by
contractors and the working relationship that exists between Federal employees and
contractor employees.

No service contract should be granted to any individual or organization which is
incapable, or possibly incapable, of presenting impartial assistance or consulting to the
Govemnment, or that has an unfair advantage over other competitors, unless every effort
is made to mitigate the conflict or advantage, and the mitigation efforts are documented
in the contract file. There may be conflicts of interest if the response to any of the
following questions is “yes”.

* Can the Contractor perform services under contract in such a way that it will
influence the granting of future contracts to itself?

* Was any Contractor employee involved in the system’s design or production
upon the systems’ implementation, installment, etc.?

* Has the Contractor previously been engaged in jobs related to the same
program or activity as that which is the subject of the present contract?

» Does the contract allow the Contractor to accept products or activities on behalf
of the Government?

*  Will the job to be executed by the Contractor put it in a position of influence
within the Government in such a way that this will affect its future business?



*  Will the job to be executed by the Contractor affect its interests with other
clients of its own?

These questions need to be addressed early on in the acquisition planning phase of the
acquisition process.

¢ Inherently Governmental Functions

Agencies use service contracts to acquire special knowledge and skills not available in
the Government, obtain cost-effective services, or obtain temporary or intermittent
services, among other reasons. Not all functions may be performed by contractors,
however. Just as it is clear that certain functions, such as the command of combat
troops, may not be contracted, it is also clear that other functions, such as housekeeping
and food services, may be contracted. The difficulty is in determining which of these
services that fall between these extremes may be acquired by contract.

A basic tenet of support service contracting states that contracts are not to be used for
the performance of inherently governmental functions. An inherently governmental
function includes activities that require either the exercise of discretion in applying
Government authority, or developing value judgments in decision-making for the
Govermnment.

As a matter of policy, an "inherently governmental function” is a function that is so
intimately related to the public interest as to mandate performance by Government
employees. These functions include those activities that require either the exercise of
discretion in applying Government authority or the making of value judgments in
making decisions for the Government. Governmental functions normally fall into two
categories: (1) the act of governing, i.e., the discretionary exercise of Government
authority, and (2) monetary transactions and entitlements.

Agencies have occasionally relied on contractors to perform certain functions in such a
way as to raise questions about whether Government policy is being created by private
persons. Also, from time to time questions have arisen regarding the extent to which de
facto control over contract performance has been transferred to contractors. The OFPP
Policy Letter 92-1 which has now been superseded by the May 2003 version of OMB
Circular Number A-76 (Competitive Sourcing) provided an illustrative list of
functions, that are, as a matter of policy, inherently governmental.

¢ Training

Over the last decade, the federal acquisition workforce has had to adapt to changes in
staffing levels, workloads, and the need for new skill sets, Procurement reforms have
placed unprecedented demands on this workforce. For example, contracting specialists
are required to have a greater knowledge of market conditions, industry trends, and the
technical details of the commodities and services they procure. Changes in the
acquisition workforce have been accompanied by changes in the types of actions being
managed. Acquisition personnel need to analyze business problems and help develop



strategies in the early stages of the acquisition process. Special training is needed to
ensure that special skills related to service contracts are inculcated in the workforce.

However, there is very limited training available to deal with these service contracting
issues.

Changes in the Service Contracting Environment

To address the inefficiencies of procurement in the first part of the 1990s, Congress passed
the Federal Acquisition Streamlining Act (FASA) of 1994. This change was designed to
give the Federal government improved access to competitive commercial markets and
innovative commercial technologies. To provide a better balance between the value of a
contract action and the resources required to compete the procurement, FASA eased
controls on smaller-sized purchases. Those purchases of less than $2,500 were exempted
from many previously applicable procurement statues. Also, efficient purchases were
encouraged through purchase cards and other streamlined procedures while reserving
purchases between $2,500 and $100,000 for small businesses. To reduce individual
contract transaction costs, FASA emphasized making multiple awards of task and delivery
order contracts to allow subsequent awards for goods and services using task orders for
specific requirements. This, in effect, allowed the government to invest limited acquisition
resources for extensive analysis of many competitive offers one time and then continue the
competition for specific task orders among just the contractors selected for the multiple
award contracts.

As the scope and frequency of service contracts increased, existing methods for buying
hardware and goods were adapted.

The Federal Acquisition Reform Act of 1996 (known as the Clinger-Cohen Act of 1996)
moderated the full-and-open competition mandate by stating at Section 4101 of the Act
that “The Federal Acquisition Regulation shall ensure that the requirement to obtain full
and open competition is implemented in a manner that is consistent with the need to
efficiently fulfill the Government’s requirements.” Clinger-Cohen also provided guidance
to ensure a fair and open competitive process for contractor support, giving contracting
officers more discretion when making competitive range determinations. It also permitted

the use of Simplified Acquisition Procedures in the acquisition of commercial items up to
$5M.

Despite, or perhaps because of, the reforms of the mid 1990s, Congress saw the need for
revising procurement law to specifically address service contracts. There were calls from
federal contractors to change how the government buys services. The resulting Services
Acquisition Reform Act, introduced as a bill in Congress by Representative Tom Davis in
March 2002 became law in November 2003. It extended commercial reforms put in place
by the 1996 Ciinger-Cohen Act to the field of service contracting.

A section of SARA allows agencies to award time-and-material and labor-hour service
contracts under Simplified Acquisition Procedures in Part 12 of the FAR. Another section
broadened the category of commercial services that can be sold to the government under
FAR part 12 to include research and development services. SARA also contained a



preference for performance-based contracting to allow private sector companies to offer
innovative solutions to complex problems. Defining tasks in measurable, mission-related
terms and defining required outputs are critical to successful services contracting.
Rewarding contractors for meeting these goals can promote efficiency in government
operations and greater value to the taxpayer. The main stumbling block to full and
successful implementation of performance-based contracting continues to be training.

The Department of Defense (DOD) spends billions of dollars each year acquiring services
through task orders issued under multiple-award contracts or the General Services
Administration’s federal supply schedule program. Based on GAQ and DOD Inspector
General reports that DOD was not obtaining the level of competition on these task orders
that Congress had envisioned, a new provision requiring such competition was enacted.
Section 803 of the National Defense Authorization Act for Fiscal Year2002 requires
procedures to promote competition and provides when waivers of competition are allowed.

GAO identified in a recent review the extent to which selected DOD buying organizations
waived the competition requirements of section 803. Competition requirements were
waived for nearly half of the multiple-award contract and federal supply schedule orders
GAQOQ reviewed. Often, contracting officers waived competition based on requests from the
program offices to retain the services of contractors currently performing the work. In
addressing these requests, safeguards to ensure that waivers were granted only under
appropriate circumstances were lacking. Specifically, guidance for granting waivers did
not sufficiently describe the circumstances under which a waiver of competition could be
used. In addition, the requirements for documenting the basis for waivers were not
specific, and there was no requirement that waivers be approved above the level of the
contracting officer.

GAOQ is making recommendations to the Secretary of Defense to develop guidance on the
conditions under which a waiver of competition may be used, require detailed
documentation to support waivers, and establish approval authority above the contracting
officer level based on the value of the order. DOD concurred with these recommendations.

Service Contracting Issues and Concerns Reported In Interviews

Interviews were conducted with the individuals listed in Appendix 2. Issues and concerns
expressed by them are listed and categorized in the following table.



Issue/Concern Primarily a Primarily a Management
Legislative, Consideration
Regulatory', and/or Program Contracting
Policy Consideration Office

Comments

DOD Objectives:
Protect the Best Interest of the Government
Ensure the effective, efficient, and fair award of contracts for services

Ensure that policies and regulations provide appropriate guidance concerning the post award

administration of service contracts
Incorporate commercial best practices wherever possible
Eliminate inconsistences in, and among existing laws, regulations and policies

Planning

Acquisition planning at the strategic level is
non-existent and abandoned often below
that level to speed up the acquisition
process.

See management
recommendation below.

The government does not use a strategic
approach when buying services. In the
private sector, they conduct a spend
analysis, try to leverage their buying power,
and work with a manageable number of
suppliers.

There is tendency to develop government
requirements with mandatory provisions
that increase costs rather than using more X
flexibility in designing requirements for-
services.

Restrictive Practices

Agencies are using performance based
service contracting on an exceptional basis

See management
recommendation below.

rather than as a preferred method of X X

contracting.

The government should not bundle See Management
requirements to a degree that limits X X Recommendation below

competition and impacts the industrial base
for services.

Inappropriate use or overuse of contract
types that increase government costs and X X
risks (e.g. time and materials).

Lack of effective controls and
accountability with respect to fee for X
services/franchise fund contracting.

See regulatory
recommendation below,

As a result of Defense Finance and
Accounting Service (DFAS) requirements,
there are too many fund cites used in the
contract that makes it difficult to manage.




Issue/Concern

Primarily a
Legislative,
Regulatory, and/or
Policy Consideration

Primarily a Management

Consideration
Program Contracting
Office

Comments

There is a reluctance to allow long-term
contracts with a base period longer than one
year. It would be easier for the government
to establish incentive structures and the
contractor to manage risk, if the base
periods were longer.

Award Term Contracting is a useful
contracting technique for large O&M
services contracts but there are roadblocks
in its use due to lack of regulatory coverage
and legal concems regarding appropriation.

See regulatory
recommendation below.

When annual funding is received late in the
fiscal year, it is difficult to plan and execute
contracts properly.

X

X

Interagency Contracts/Schedules/BPAs

Due to the long term nature of GWACs,
MAGCs, and GSA Schedules, small
businesses that are not successful through
teaming, mergers, and acquisitions are left
out, thus impacting the industrial base for
services. In pockets of services such as
information technology security, there may
be concemns about an eroding industrial
base.

There is a perception that the government is
not recciving adequate competition when
obtaining services through streamlined
contracting vehicles such as Government-
wide acquisition contracts (GWACs),
multiple award contracts (MACs), and
Federal Schedule contracts.

Programmatic pressure to get contracts
executed quickly can result in scope of
work issues. When agencies place orders
against schedules and IDIQ contracts, the
contractor’s may not have access to all the
changes in the underlying contracts and
may accept work that is outside the scope of
the contract.
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Issue/Concern

Primarily a
Legislative,
Regulatory, and/or
Policy Consideration

The scope of work under multiple award
contracts, IDIQs, and GWACs, is so broad
that it does not result in meaningful
competition. These types of vehicles only
provide a hunting license to compete for
future task orders. The scope of work under
the basic MAC, IDIQ, and GWAC should
be more specific. Also, there is concern
that these types of contracts are not
competed more often.

The current Federal Supply Schedule
system leads to too many abuses and needs
an overhaul.

Agencies continue to use schedules to
satisfy requirements without adequate FAR
guidance on the ordering procedures.

Since the FAR does not require synopsis of
requirements obtained via orders under
schedule contracts and task order contracts
and the statement of work for the basic
contract is so broad, there is no visibility of
the specific requirements being purchased.

The workforce needs more training to
understand the changing marketplace.

Program Offices lack training in
procurement and performance-based service
contracting.

Program Office staff do not have the grade
levels and seasoned “core capability” to
manage service contracts properly and often
do not recognize the need for a cadre of
people with expertise in their program
requirements as well as the acquisition
process.

Downsizing and training of the acquisition
workforce.

The government needs to determine the

appropriate incentives to motivate the

acquisition workforce to obtain results

oriented performance for dollars spent in
service contracting.

Primarily a Management Comments
Consideration
Program Contracting
Office
See management
X X recommendation below.
See management
X recommendation below.
See management
recommendation below.
X
See management
X X recommendation below
with respect to training.
X
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Issue/Concern Primarily a Primarily a Management Comments
Legislative, Consideration
Regulatory, and/or Program Contracting
Policy Consideration Office
Contractor Burdens
The Government does not understand the
private sector culture with respect to profits. X
This leads to unreasonable price reduction
provisions and fee percentages.
There is a concern about award See regulatory
fees/incentives under award term contracts. recommendation below.
Contractors believe they should get the X
entire award term rather than getting
additional terms based on performance.
The size standards and affiliation rules do
not adequately address changes in the x
marketplace for service contracting.
The government is shifting the risk to
private industry without adequately X
rewarding the contractors.
Contractors spend a lot of bid and proposal
costs to compete for GWACs/MACs so that X
they can compete again for task orders.
Legislation and Regulations
The Service Contract Act is outdated and
improvements are needed in policies X
relating to the increase in labor rates.
The regulation for advisory and assistance X See regulatory
services is obsolete. recommendation below.
The current legislative 5-year limitation on See legislative
task/delivery order contracts inhibits X recommendation below.
effective and efficient acquisition
approaches
The statutory limitation of 5 years for IDIQ See legislative
contracts for advisory and assistance recommendation below.
services is not enough time for the X
government to realize its return on
investment
Contract Manngement
Lack of “best practices” in contract X
administration.
Post award performance metrics and
systems are not adequate to measure X X
performance.
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Issue/Concern

Primarily a
Legislative,
Regulatory, and/or
Policy Consideration

Primarily a Management
Consideration

Program
Office

Contracting

Comments

Contract oversight is a weak area in service
contracting, in particular oversight of
personal service contracts and post-award
administration to ensure the contractor is
performing in accordance with the contract
requirements.

See management
recommendations below.

There should be more teeth in the
evaluation of a contractor’s past
performance. If all contractor’s that bid get
the maximum past performance rating, then
past performance is not being used as a
discriminator to select the best contractor.

There should be a separation between
contractor and government employees. The
government should not manage non-
personal service contracts as if they were
personal service contracts.

See management
recommendation below.

The rules regarding the use of personal
service contracts are being bent; thus more
compliance is needed.

See management
recommendation below.

Air Force PEO structure should be copied
by other organizations

See management
recommendation below

’ A'rrﬁ)“"gBusincss Advisory Groups to
manage service contracts should be used in
all Services

See management
recommendation below

Conclusions

The increasing volume of service contracting requires more management attention.

For the most part, the laws, policies, and regulations provide a constructive framework for
the contracting workforce for the acquisition of services. While no new contract
management oversight structure is required, there is a need for improvements in the area of
program management where services are being acquired. Improvements are needed to
clearly differentiate the requirements and challenges involved in acquiring services from
those related to acquiring supplies and equipment. To the extent possible, revised
governance should focus on services in general and not narrowly limited to separate
categories of services.

Many of the interviewee concerns identified in the above table cannot be addressed
through new controls in laws, regulations, and policies. In fact, some of the concerns
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relate to the lack of flexibility resulting from the existing regulatory environment.
Changes to the existing regulatory base regarding the acquisition of services should be
confined to those that:

1. Consolidate existing coverage to simplify regulatory requirements and promote
common ways of doing business.

2. Address ongoing problems and issues that require regulatory treatment to ensure their
satisfactory resolution.

3. Eliminate coverage of management concems that are no longer relevant or have been
adequately addressed by other reforms and remedies.

4. Provide opportunities for innovation and flexibility to address changes in the services
marketplace.

With these objectives in mind, Solutions proposes the following major recommendations:
Recommendations

1. Revise FAR Part 37 Service Contracting so that it is the single FAR reference to plan for
and execute service contracts. Develop a proposal for consolidating and improving FAR
Part 37 that:
* Provides coverage on acquisition planning (now contained in FAR Subpart 7.1)
that relates only to service contracts
* Provides coverage on “inherently governmental functions” (now contained in
FAR Subpart 7.5)
* Provides coverage on organizational and consultant conflict of interest (now
contained in FAR Subpart 9.5)
* Provides coverage on acquiring services through the Federal Supply Schedules
* Eliminates coverage on advisory and assistance services

2. Develop DFAR regulatory coverage that implements the consolidated FAR 37 and
establishes detailed policy with respect to the using Federal Supply Schedule Contracts and
GWAC vehicles for the acquisition of services.

3. Modify DFAR 237.170-3 (b} Acquisition of services through any contract or task order
awarded by an agency other than DOD to include specific information of justification
requirements and approval authority.

4. Develop a proposal for including cost plus award term and fixed price award term
contracts in FAR Part 16 Contract Types.

* In the interim, modify Section 216 of the DFAR to incorporate the coverag

5. Develop a legislative proposal for elimination of the 5-year limitation for the total period
of task and delivery order contracts (imposed by Section 843 of the National Defense
Authorization Act for Fiscal Year 2004) as well as the 5-year limitation imposed by FASA
on advisory and assistance task order contracts.
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6. Issue a DOD Directive to address both the program management and contracting
communities on the importance of complying with existing laws, policies, and regulations

applicable to service contracting. The Directive should highlight, among other things, the
need to: .

= Establish Business Advisory Groups comprised of program and contracting staff to
coordinate and manage service contract requirements.

s Adhere to conflict of interest policies to ensure that services are acquired without
barriers to full and open competition

=  Strictly observe existing policies and procedures regarding personal services
contracts

= Use a spend analysis to plan requirements for services in support of DOD mission
needs

* Manage service contracts to ensure that the government retains inherently
governmental decision making authority

= Follow the competitive sourcing policies set forth in OMB Circular A-76

» Use commercial services to the extent possible

*  Structure requirements using performance based service contracting policies with
measurable performance outcomes that link to DOD’s senior level strategic
objectives

= Use the proper contract type with incentive structures that reduce government risk

» Have a structured acquisition review process appropriate for the size and
complexity of the acquisition

* Avoid unnecessary and unjustified contract bundling
= Share best practices and lessons learned

7. Task the Defense Acquisition University (DAU) to create a comprehensive curriculum
for service contracting that:

planning, placing and administering service contracts
¢ Provides opportunities to practice using a variety of alternatives for
implementing performance-based contracting techniques

¢ Addresses the competencies required by contracting and program staff in « - { Formatted: Rultets and Numbering |
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8. Task DAU to conduct a comprehensive survey of the training needs of acquisition
personnel involved in the placement and administration of service contracts.

9. Establish a strategic training plan with identified funding sources for completing the
necessary training.
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